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Mission:
The Private Companies Practice Executive Committee is responsible for coordinating,
improving and overseeing the activities of the American Institute of Certified Public
Accountants that are designed to service the needs of local and regional firms whose
clientele substantially consists of private companies.

PCPS Activities For the Year Ended July 31,1991
To the Members of the PCPS:
This has been a watershed year for PCPS and its members.
Beginning with our founding in 1977, we recognized that local firms should
have a significant impact on AICPA policies. Accordingly, we have
continually updated our programs of specialized services and strong
advocacy.
Now, our function is official. In May, the AICPA Governing Council
gave our Executive Committee the responsibility and authority within the
Institute for all local and regional firms to make sure that your needs are
addressed. That decision grew out of recommendations made by the
Committee on Governance and Structure and the ensuing Governance
and Structure Evaluation and Implementation Committee.
PCPS occupies a leadership role within the AICPA. Similarly, each
PCPS member firm makes a commitment to lead the profession in quality
and service to private companies. Together, we will help shape the
profession and the future of public accounting.
This annual report to members briefly summarizes our activities for
the fiscal year ended July 31,1991. After you read it, we hope you will
communicate your comments or suggestions to us. We’re committed to
becoming even more responsive to our members’ concerns. We wouldn’t
be where we are without your support.

Sincerely,

Jerrell A. Atkinson, CPA
Chairman, PCP Executive Committee

About PCPS
The Private Companies Practice Section
(PCPS) was established by a resolution of
the Governing Council of the AICPA on
September 17,1977. It is a voluntary asso
ciation of approximately 6,400 CPA firms that
primarily serve privately owned companies.
Membership requirements include man
datory peer review every three years and
continuing professional education require
ments for all professionals in member firms.
PCPS is governed by an Executive Commit
tee with eight task forces addressing a
variety of subjects. These activities are aug
mented by the PCPS Technical Issues
Committee and the PCPS Peer Review
Committee. Now, the Executive Committee
also has responsibility for the Management
of an Accounting Practice (MAP) Committee.
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Professional and Future
Issues
PCPS launched a major effort this year to
combat discrimination against local and
regional firms. Discrimination or displace
ment occurs when bankers, attorneys or
regulatory agencies request a “nationally
recognized” or “Big Six” firm to perform
certain audit work. The PCPS campaign was
organized to:

• broaden and update the AICPA’s resolution
about discriminatory clauses, which the
AICPA Board approved in July 1991.
• publicize the new resolution, which was
accomplished through articles in publications
that reach bankers and attorneys.

• contact any bankers, attorneys or reg
ulatory and state agencies that might employ
practices contrary to the policy that are
brought to PCPS’ attention by members.
• respond to firm inquiries about the policy
and help them address specific instances of
discrimination.
Copies of the AICPA’s resolution are avail
able by calling or writing the PCPS offices.

Interstate practice often poses problems for
CPAs with local firms. By communicating
directly with the Chairman of the AICPA
Board, PCPS has urged the Institute to
reinforce its efforts to eliminate or mitigate
the restrictive interstate licensing structure.
The PCPS will continue to monitor develop
ments in this area.
To promote greater understanding in Wash
ington of the concerns and needs of the
Section’s private company client base, PCPS
is promoting widespread CPA participation in
the 1994 White House Conference on Small
Business. A PCPS candidate has been
nominated to serve as the AICPA represen
tative on the 11-member presidential planning
commission. The Section will continue to
monitor events as they unfold and make
recommendations to member firms on how to
participate.

Review Programs
The PCPS Peer Review Committee con
tinued to refine and improve its procedures,
while also working to accommodate the
rising number of reviews. More than 2,500
reviews were scheduled for the 1991 year,
reflecting the dramatic growth in PCPS mem
bership.

The Peer Review Committee continued to
coordinate closely with its counterparts—the
SEC Practice Section (SECPS) Peer Review
Committee and the AICPA Quality Review
Executive Committee. A common goal of all
three practice monitoring programs is to
ensure that approaches and review materials
conform whenever possible to increase effi
ciency and accuracy.
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PCPS also closely reviewed the admin
istrative and scheduling fees charged by
state societies that administer the quality
review program to member and non-member
firms to ensure that they are equitable. The
Section also approved a proposal for state
societies to take on the responsibility of
scheduling information from member firms.
To improve efficiency, the Peer Review Com
mittee streamlined the report acceptance
process so that the Committee can focus
more on complex and problem reviews. Peer
Review Committee members work closely
with staff to keep the scheduling process
current and personally counsel firms involved
in the review process.

Technical Issues
The PCPS Technical Issues Committee (TIC)
plays a critical role in ensuring that the views
and concerns of local practitioners and their
clients are communicated to standard-setters
and technical committees. In its efforts to
reduce standards overload, the TIC reviews,
evaluates and comments on exposure drafts
and other pre-issuance documents from the
local practitioner’s perspective. And, when
practitioners need additional guidance or
support, the TIC encourages standard
setters to act and suggests solutions.
To achieve its goals, the TIC maintains active
liaison with the Financial Accounting Stan
dards Board (FASB), the Government
Accounting Standards Board (GASB) and
AICPA standard-setters, such as the Auditing
Standards Board (ASB), Accounting Stan
dards Executive Committee (AcSEC),
Accounting and Review Services Committee
(ARSC) and the Professional Ethics Execu
tive Committee.
This year was the most active one yet for this
14-member group. The TIC issued 19 letters
of comment on proposed standards and
exposure drafts. Copies of any of these
letters are available from the PCPS offices.

TIC representatives also were invited to
testify at a FASB public hearing on issues
related to financial instruments. TIC Chair
Judy O’Dell notes that, increasingly, FASB
members are eager to hear the TIC’s views
on how FASB proposals would affect smaller
companies and their CPAs.

Member Services

Communications

In 1990, PCPS held its popular, day-long
TEAM meetings in eight locations across the
country. Launched in 1988, the TEAM pro
gram—which stands for TEn At Most—gives
practitioners from firms with up to 10 profes
sionals an opportunity to exchange practice
management ideas and strengthen their peer
network. The program’s success prompted
PCPS to initiate its first SET meeting (Size
Eleven to Twenty) in Dallas, which drew
strong attendance. The strong response
encouraged PCPS to expand its TEAM
meetings for the fall of 1991 into two new
locations.

PCPS works to inform members and the
business community about issues affecting
local and regional accounting firms—and
their clients.

The PCPS Annual Conference at the Palm
Springs Stouffer Esmeralda Resort in May
attracted the third-highest attendance and
attained the third-highest overall rating of all
13 annual PCPS conferences. Significantly,
38% of the attendees were from firms with 10
or fewer professionals. Plans for the May
3-6,1992 conference at the new Walt Disney
World “Dolphin” Hotel in Orlando are now
being finalized.
To support member firm marketing efforts,
PCPS sent its members 15 “camera-ready”
advertisements suitable for publication in
newspapers. The ads described specific
accounting and tax services, and promoted
the advantages of using PCPS firms. Again
this year, PCPS distributed its Firm-on-Firm
Review Directory. The directory—which
helps firms market their peer review ser
vices—lists PCPS firms that have expressed
an interest in conducting peer reviews and
quality reviews.
To help firms improve the efficiency and
profitability of their tax practices, PCPS
encouraged the AICPA Tax Division to
develop a voluntary tax practice review.
Review information and standards, endorsed
by PCPS, were released by the Tax Division
and are available to all firms.

In its new role as representative for all local
and regional firms, PCPS has assumed the
financial, editorial and administrative respon
sibilities for The Practicing CPA, which is
distributed to 60,000 CPAs across the coun
try, including all local and regional firms
associated with the AICPA. The Practicing
CPA will incorporate information previously
contained in the PCPS newsletter, The Advo
cate, such as practice management and
marketing tips, technical issues and upcom
ing events.
Once again this year, all firms joining PCPS
received a special kit with information about
the Section and its activities, as well as a
new member survey form. Survey results are
tabulated twice a year and are used to
identify new members' needs and expecta
tions.
To raise awareness within the banking com
munity about the significance of PCPS
membership, a new brochure—titled “Rec
ommending a CPA Firm: How to Pick a
Leader"—was mailed to senior loan officers
at more than 13,000 banks nationwide.
PCPS also sent copies of the brochure to all
members, suggesting ways to use it in their
marketing efforts.

The second annual PCPS Small Business
Survey solicited the views of 2,000 small
business owners nationwide on issues such
as credit availability, economic recovery and
regional cities poised for growth.

The survey garnered significant press atten
tion in American Banker and the Journal of
Accountancy, as well as several regional
newspapers and business magazines.

In response to a PCPS initiative, the AICPA
Retirement Committee has been asked to
consider a non-qualified retirement program
to help smaller firms fund retirement benefits
for partners. The funding of retirement bene
fits is a critical issue for local and regional
firms. PCPS is committed to making a
suitable program available.
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The first PCPS Community Bank Lender
Survey polled 2,000 community bank loan
officers nationwide about lending practices
and the economy. Stories on the survey
appeared in the Wall Street Journal, Busi
ness Week, USA Today and many regional
newspapers and magazines. PCPS plans to
conduct both surveys again next year.
In other press initiatives, PCPS distributed a
news release discussing the widespread use
of Other Comprehensive Bases of Account
ing (OCBOA) financials by CPAs of privately
held businesses. Based on a national survey
of accounting firms, the release was covered
in Inc. magazine, Accounting Today and
state society and accounting newsletters.
Bylined articles on the topic were published
in the Practical Accountant, Journal of
Accountancy, Journal of Commercial Bank
Lending and Corporate Controller.
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Membership
PCPS continues to attract new members.
More than 200 firms joined the Section from
mid-1990 to mid-1991, bringing total mem
bership to approximately 6,400 firms.
Currently, PCPS member firms employ
approximately 145,000 professional staff,
including 82,000 CPAs. 44% of our members
are sole practitioners, 44% have from two to
five partners, and 12% have more than five
partners.

PCPS Membership

